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INSTRUCTIONS
(Pleose detach this sheet prior ta submittal of report)

The Farm - This form provides for a report, hy moaths, of
gallons of motor fuel consumed, and should he prepared in
the office of the State motor-fuel tax collecting agency. The
tax collections of the calendar year, and the disposition of
the funds received, will he reported on PR-556.

Item 1 - Give the hasic rate or rates of tax in effect during
the year, clearly indicating the periods during which dif
ferent rates were in effect; special rates and exemptions
are covered in Item 2.

Item 2 . Account for all exemptions, refunds, and special
or reduced rates allowed hy law. Sample entries would he
as follows:

a. Exempted from initial payment of tax - “Federal use
and fuel moving in interstate commerce®™

h. Suhject to refund of full amount of tax - “Agriculeural
and industrial use”

n

Portially exempted or taxed at o lower rote (State
whether initially exempted or suhject to refund.) -
“Motor-hoat use, 1¢ of 6¢ refunded. Tax reduced 1¢
at State borders.”

If desired, this information may he given in supplementary

notes. Any changes or modifications which have taken place
during the year should also he noted. The term ®exemption”

applies where the State purposely does not collect the tax,

such as on fuel purchased hy the Federal government or

loss allowances. "Refunds™ apply where the State collects

the tax and later returns all or part of iton claim for non-

highway use, such as agriculture, Distrihutors also ohtain

refunds on their own nontaxahle uses on which the tax has

heen paid.

ltem 3 - Gallonage reported on PR-551 should reflect as
closely as possihle the motor-fuel consumption of agiven
month., Actual records of gallonage may take the form of
(a) distrihution or sales of each month as compiled from the

distrihutors’ reports, which are generally filed during the suc—
ceeding month; (E) amounts of motor fuel produced or received

within the State. Gallonage figures ohtained from an evalua-
tion of taxes paid will he ohtained as follows: The tax col-
lections of a given month will he evaluated in gallons and
advanced one month or more to allow for the laghetween
distrihution and payment of the tax. The particular procedures
agreed upon in the correspondence of past years should he

followed unless it is found upon investigation that figures

more closely related to the consumption of each monthare

availahle.

ltem 4 - Motor Fuel Consumption

Gross gollons reported - Column 1 in Item 4 should represent,
as accurately as possihle, the total monthly consumption of
motor fuel within the State during the year. The gross gal-
lons teported hy distrihutors will, in many States, include
(1) motor fuel destined for use outside the State and (2) dupli-
cations of gallonage due to sales hy one distrihutor to another.
In order that the data reported in column 1 may represent
actual consumption within the State, the following classes
of reported gallonage should he eliminated prior to tahula-
tion: (a) motor fuel exported from the State and therefore
exempted from taxation; (h) johbed sales or similar transac-
tions exempted to avoid duplication of the tax.

While the amounts of such exemptions need not he reported,
it should be verified that they are not included in the gross
totals. In some cases certain quantities are included in the
refund gallonage, as well as refunds for over-payment, which
do not represent actual consumption. They cannot be elim-
inated from refunds unless the refunds are sufficiently clas-
sified to permit such procedure.

Shrinkage or loss allowances - Some States make a flat

percentage allowance for losses in handling. Others make
allowances for actual losses, generally not to exceed a
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certain percentage; or permit the distrihutor to show stock
losses in his reconciliation of inventory. The amounts of
such shrinkage or loss allowances made in each month should
he entered in column 2 of Item 4. (It follows, of course,
that the gross total entered in column 1 should include the
amounts of these allowances.)

The percentage allowances are most frequently hased on the
quantity otherwise taxahle; hut are sometimes computed on

another hasis, such as the gross quantity handled. If the
amount of allowance is not of record and it is necessary to
estimate it, care should he taken to make the computation on
the proper hasis. The following example illustrates the
method:

Given that the allowance is 1 percent of the quantity
otherwise taxahle, and that

Gross gallons taxed are reported as 1,256,423

Then the shrinkage allowance is given by the fol-
lowing equation:

1,256,423 _j 256,423
0.99

=1,269,114-1,256,423=12,691

Allowance =

A numher of States make allowances ordiscounts in consider-
ation of prompt payment or expenses incurred hy the distrihutor
in keeping records and collecting the tax. Such allowances
are merely deductions from the gross amount of tax due the
State and do not in any sense affect motor-fuel consumption.
For this reason these deductions should not he entered as
loss allowances in column 2. They should he considered
as deductions from the tax only; and the corresponding
gallons should he included in the taxed gallonage reported
in columns 4 and 6. The amounts of allowances for ex-
penses, prompt payment, etc., are to he recorded as deduc-
tions from gross tax collections in PR-556, Item 2a (2).

In a few States a percentage allowance.ismade inconsidera-
tion of both losses in handling and expense of collection.
Since losses in handling affect the distrihution of motor
fuel and allowances for expenses do not, it is necessary in
the analysis of motor-fuel usage to divide the total allowance
into two parts; one representing the estimated losses in
handling and other actual losses such as evaporation, destruc-
tion hy fire, explosion, etc., and the other representing the
estimated allowance for expenses.

In many States a distinction is made hetween losses in
storage and handling, and losses through evaporation, de-
struction hyfire, explosion, etc. Where exemptions are made
on account of losses of the former type the totalofsuch
losses should be included with handling losses in column 2.

The inclusion of losses in this column should he explained
in afootnote, and the entries should, if possihle, he separated
into figures showing each of the two types of losses. A
suggested method of indicating the hreakdown is to type
in column 2 a two-line entry for each month, the upper line
to show losses hy destruction and the lower to show al-
lowances for losses in handling.

Gallons exempted from taxation - As stated previously,
amounts not representing motor fuel actually consumed in
the States, such as export sales, fuel moving in interstate
commerce, and amounts exempted to avoid duplication of
tax should he excluded from column 1 and, therefore, also
from column 3. Motor fuel rerunds should not he reported in
this column. Entries should be restricted to motor fuel on
which no tax was paid in the first inctance.

All amounts exempted from taxation, other than loss allow-
ances and the exceptions stated in the preceding paragraph,
should be listed hy months in column 3 of Item 4. If the
information is availahle, the entries in column 3 should be
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INSTRUCTIONS - Continued
(Please detach this sheet prior to submittal of report)

sup&orted by a classified statement, preferably by months,
of the amounts exempted for different purposes. la man
States Federal use is the only class of exemption reported.
?tllllcr classes of exemption found in a few States are as
ollows:

State, county, and municipal use.
Nonhighway use hy distributors.
Nonhighway use when sold in large lots.
All nonhighway use.

Specific classes of nonhighway use,
such as railway and aviation use.

Some States fail to maintain records in sufficient detail to
provide a statement of the amounts of motor fuel exempted
from taxation. In such cases it is desired that an estimate
of the exemptions, particularly of Federal use, be supplied
in a note or supporting statemeant.

Gross gallons taxed - The amounts reported in column 4,
"Gross gallons taxed,” should equal the gallons reported in
column 1, less the gallons reported in columas 2 and 3.
Strictly speaking, the quantity required is the gross galloas
assessed for taxation listed by month of sale or distrihution.

Gollons subject to refund - In theory the monthly series to be
entered in column 5, ltem 4, should represent the gallons of
motor fuel sold or distrihuted in each month, upon which
refunds of the tax were subsequently granted. Such a series
would synchronize with the data reported in columns 1 to 4,
which are hased on the distrihutors reports of the distribu-
tion and sales of each month. Refunds, however, are in
general paid to the purchaser, and very few States maintain
or compile a record of refunds classified by moath of pur-
chase of the motor fuel.

In the great majority of cases it has been found that iefunds,
and corresponding gallonages, are tahulated against the
month in wgich they were paid, as the State records afford
only this information. Some States maintain a record of
refunds certified in each month, as well as refunds paid; and
the monthly series of refunds certified is sometimes used on
PR-551.

In compiling the data for column 5, information should be
given wherehy it will he possible to distrihute refunds and
corresponding gallonages approximately to the moaths in
which the motor fuel was sold. This may be done in two
ways: (1) to advance the moathly series by one or more
months in compiling the form, explaining in a note the nature
of the adjustment and the hasis for adopting it; (2) to record
the refunds paid (or allowed) according to the State records,
without offset; and then to state in a note the regulations
governing refund claims and payments, and such information
as may be available regarding the lag between purchase of
the fuel and payment of the refund.

This will permit analysis for each State of the monthly vari-
ation in the consumption of motor fuel. The fact that re-
funds are not tahulated against the month of purchase has a
considerahle effect on the accuracy of such analyses, es-
pecially in the case of States in which there is a large use
of agricultural machinery.

Classification of refunds - The data entered in columa 5
should he supported by a statement of refunds classified
according to the uses for which they were granted, if such
information is available. Preferahly this should he a state-
ment hy months with totals identical with those entered in
column 5. The refund classifications used hy the State
will, of course, be followed. The following list is indicative
of the information desired.

Use for which refunded:
Aviation
Agriculture
Industty and commerce
Domestic
Marine
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Railroad

U.S. Government

State, county, and municipal

Export

Other
Refunds on account of export sales do not represent motor
fuel used in the States. If it is found practicahle, the gal-
lonage represented by refunds on export sales should he elim-
inated from column 5, and entries in columas 1 and 4 should
he reduced hy the same amounts. This adjustment should
preferahly he hased on the months in which the export gal-
lonage was sold, rather than the months in which the refunds
were paid. Similarly, minor adjustments such as refunds on
tax paid in error or refunds toavoid duplication of tax may be
applied as cotrections to the reported gallonage of previous
months, and thus eliminated from the refund gallonage re-
ported in column 5, columns 1 and 4 being reduced hy the
same amounts.

Netr gaollens taxed - Amounts to be entered in column 6 are
ohtained by suhtracting entries in columa 5 from correspond-
ing entries in column 4. In the case of States where there
are no refunds, columns 4 and 6 will be identical.

Different rates, partial refunds, etc. - If it is necessary to
report motor fuel taxed at two rates during a given moanth,
that taxed at the hasic rate should be reported on one line
and that taxed atthe otherrate on a separate line. Sufficient
information should be given in the notes so that the amouats
of motor fuel taxed at different rates during each moanth may
he made clear. If reduced rates take the form of partial
refunds, that fact shouldhe noted.

Space for three lines of typing is provided for totaling
figures for the entire year. The first two lines should con-
tain the sums of the two lines entered for the individual
months (in case more than one rate was in effect); and the
third line should give the totals of the first two lines, i.e.,
the total gallons reported and assessed for taxation during
the year.

The subdivision of gallonage according torate of tax should
he applied to both columns 4 and 5, i.e., hoth gallons taxed
and gallons suhject to refund at each rate should be given,
If feasihle, the separation should he carried through by
suhtraction to columan 6. The latter procedure, however,
will he found impracticahle in case tﬁe rate of tax was
changed during thé year, as refunds are commonly granted
and paid at the old rate for several months after the change.

Special motar fuels - Highway use of diesel fuel and other
special motor fuels, such as hutane, are taxed at the same
rate as gasoline in most States. Some States, however, tax
some or all special fuels at a higher rate than gasoline.
Still other States provide for exemptions or refunds of the
tax for some highway uses of special fuels, such as use in
transit huses, construction vehicles, or official vehicles.In
all cases the amounts of diesel and other special motor fuels
soused should be included on PR-551. Supplementary state-
ments should show the amounts segregated hy type of fuel
(i.e., diesel, hutane, other) as reported to, or estimated by,
the State motor-fuel tax collecting agency, and the appropri-
ate tax provisions pertaining thereto (i.e., rate ot tax,
exempted, refunded).

Supplementary information - In addition to classified state-
ments of exemptions andrefunds, PR-551 should he ac—
companied hy any availahle material in the form of printed,

mimeographed, or photostated statemeants, which will support
or supplement the information given on the form. Annual
reports of the motor-fuel tax hureau and copies of new legis-

lation affecting the taxation and use of motor fuel should be
supplied when availahle. Monthly reports of motor-fuel con-
sumption and tax revenues should be suhmitted in the format
customarily used by the State.

Some States require motor carriers to pay the tax on all
fuel consumed in the State regardless of where purchased.
The number of gallons so taxed, after credits and refunds,
should he shown in a supplementary statement. The gal-
lonage should be distributed by months, as reported hy the
users or as estimated hy the State tax authority, and segre-
gated between gasoline and specials fuels.
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